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Mr. Chairman, Ranking Member Conyers, members of the Judiciary Committee.

Thank you for the opportunity to present the views of the Suburban O’Hare Commission

to the Judiciary Committee on the problem of Fortress Hub monopoly in the airline

industry.  My remarks here today are not directed at the proposed United/US Air merger

and the likely domino mergers of American, Northwest, Delta and others in a spasm of

mega-mergers likely to follow.  That those proposed and prospective mergers should be

rejected as monopolistic should be self-evident.

Instead I ask this Committee to focus on the situation in the Fortress Hub world as

we know it today.  I have just finished participating in a study of the Fortress Hub system

on a national scale — with metropolitan Chicago as a case study — to determine whether

the existing Fortress Hub violates federal antitrust laws.  The results of that study are

detailed in a report by the Suburban O’Hare Commission (SOC) entitled If You Build It,

We Won’t Come: The Collective Refusal Of The Major Airlines To Compete In The

Chicago Air Travel Market.  I believe a copy of that report has been made available to

members of the Committee and I will not repeat the specific details here.

I would like to summarize the findings and recommendations of the SOC study.

SOC’s major findings include:

• There is de facto arrangement among the “Big Seven” airlines — Northwest, United,
American, Delta, US Air, Continental and Trans World — not to compete in each
others hub market — the Fortress Hub system.

• Fortress Hub Monopolies are costing American air travelers billions of dollars
annually in monopoly-induced higher fares, especially the fares charged to time-
sensitive business travelers.  The cost of Fortress O’Hare monopoly to Chicago area
travelers is several hundred million dollars per year.

• The Big Seven’s geographic market allocation violates the nation’s antitrust laws —
based on clear and repeated Supreme Court decisions which have condemned
arrangements to carve up geographic markets horizontally.
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• In Chicago, the clear violation of the antitrust law is demonstrated by the
abandonment by major airlines of meaningful competition with  United and American
at O’Hare and the announcement that they would not use a South Suburban Airport if
built.

• Chicago and its officials are not immune from antitrust law liability for helping the
major airlines avoid competing with the United/American cartel at O’Hare.

• Federal taxpayer funds may have been used to suppress competition and violate
antitrust laws in the Chicago market.

• The Clinton administration has not only looked the other way in not bringing antitrust
enforcement action to break up the Fortress Hub system, but has affirmatively
assisted Chicago and United and American in blocking significant new competition
from entering the region by blocking development of a new regional airport in metro
Chicago.

• Billions in federal taxpayer subsidies are being used to expand United and
American’s Fortress Hub monopoly at O’Hare.  The federal DOT is ignoring the
antitrust problem in authorizing and distributing federal subsidy dollars for airport
construction.

• The lifting of slot limitations will not allow significant competition to enter the
Chicago market.  Instead — as predicted by Senator Fitzgerald and Congressman
Hyde and Congressman Jackson — the lifting of the slots will be accompanied by
massive increases in delays and by United and American simply expanding their
monopoly control at the airport.

• Construction of a new runway for “delay reduction” is simply a subterfuge to expand
the size of United and American’s Fortress Hub operation at O’Hare.  Building a new
runway at O’Hare will make the monopoly problem — and resultant air fare
overcharges — even worse.  Moreover, it will doom the economic viability of the
new South Suburban Airport.

Based on these findings, SOC recommends:

• An investigation by the U.S. Attorney General and U.S. Attorney for Northern Illinois
into activities by the airlines, the city of Chicago, consultants and other third parties
which have been used to protect and expand the Fortress Hub system nationally —
and in particular to prevent new airport development in the metro Chicago region.

• A civil action by the Attorney General and U.S. Attorney here to break up the
Fortress Hub system and to compel the major airlines to stop their refusal to compete
in metro Chicago.

• Action by state Attorneys General to recover treble damages for fliers who were
charged billions of dollars in excess fares as a result of the Fortress Hub system.
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• A Government Accounting Office and Department of Justice audit of federal taxpayer
funds or subsidies that abetted the antitrust violations, particularly efforts to kill the
South Suburban Airport.

• Governor Ryan should hold fast to his promise not to permit any additional runways
at O’Hare.  To allow additional runways would simply enhance and expand the
monopoly power of Fortress O’Hare and doom the opportunity to bring new
competition into the region by the South Suburban Airport.

• The withholding of U.S. Transportation Department of any more federal funds for
expansion of the United and American duopoly at Fortress O’Hare and a
reformulation of federal policy for federal taxpayer subsidies for airport development
to insure expansion of competition.

• A clear statement by Republican and Democratic candidates for President to state
their positions on Fortress Hubs, especially O’Hare and the role of the federal
government in either breaking up Fortress O’Hare or building new capacity for new
competition at the South Suburban Airport.

 Subsequent to the issuance of the SOC report, there were two noteworthy events

that merit the Committee’s attention.  First, the venerable Chicago Tribune openly

acknowledged what we have all known:  The major airlines have colluded to establish a

monopolistic Fortress Hub system and that this Fortress Hub monopoly system imposes

huge overcharges on the business traveler.

 Second, the same Chicago Tribune recently published a major article detailing the

deceptions which have taken place in the joint Chicago/airline campaign to defeat a new

airport and to prevent new competition from entering the region.

 I ask that both articles — along with two related articles from the Southtown

Economist — be placed in the record.

 Finally, let me make a few unsolicited suggestions that may assist the Committee

and the Department of Justice in their efforts in this matter:

• Retain a lawyer of David Boise’s talent and skill to head up the investigation and any
enforcement action.  The same talent, energy, and creativity which the Department of
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Justice directed at the Microsoft matter should be directed at the Fortress Hub
monopoly.

• Subpoena the records of the Air Transport Association on these matters.  The ATA
has apparently been a major vehicle for developing and enforcing the Fortress Hub
system and preventing new airport development.

• Subpoena the records of the airlines on these matters.  Do it now and soon to avoid
destruction of documentary evidence.










